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For a long time, China has been taking strict capital account controls. Recently, 
with the acceleration of the internationalization of the RMB, the capital account 
opening process is also in a fast track.  However, in the context of the global 
financial crisis, capital controls policy has become one of the macro-prudential policy 
options that IMF recommends. The question we care about is China’s capital 
deregulation will produce what kind of impact on the volatility of the economy? 
This paper constructs a small open economy dynamic stochastic general equilib- 
rium model to study the effects of deregulation of capital account on macroeconomic 
fluctuations. Our model has the general characteristics of the New Keynesian model 
and also taking into account the financial market’s friction; in the open economy part 
of the model, in order to consider China’s processing trade types, besides imported 
investment goods manufacturers and imported consumer goods manufacturers, we 
introduce imported intermediate inputs manufacturers. This model assumes 
adjustment costs of foreign bonds to introduce capital controls. We use calibration to 
assign some parameters; we also use macroeconomic data sequences to estimate other 
model parameters. With the impulse response function, we analysis the dynamic 
response process of macroeconomic variables under different economic shocks; with 
second-moment we analysis the fluctuation variance of macroeconomic variables 
under different circumstances. 
Through analysis in this paper, the main conclusions are as follows: the impact 
of capital account deregulation on macroeconomic variables are depending on the 
type of shocks; From strict capital account controls to total free capital account, the 
volatility of output gradually weaken and then increased; with the exchange rate 
system reform, the determinate of the exchange rate is more market-oriented, 
promoting capital account liberalization is beneficial for macroeconomic stable. 
Based on analysis of this article, we give the following policy recommendations: 
abandon total free capital account liberalization reform goals, in the process of 
accelerating the internationalization of RMB and promoting capital account 
liberalization process, establish or retain a certain measure to limit cross-border 
capital flows; coordinate the promotion of capital account liberalization and the 















system, and improve the stability of financial markets. 
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点，从当年 35.8 亿元的金额发展至 2014 年已经达到了 6.55 万亿元。 
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